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The Subsidiaries of OnePoint Communications Corp. are as follows:

Name of Subsidiary

OnePoint Communications-Colorado, LLC
OnePoint Communications-Illinois, LLC
OnePoint Communications-Georgia, LLC
OnePoint Communications Holdings, LLC
Mid-Atlantic RMTS Holdings LLC

VIC-RMTS-DC, LLC

OnePoint Setvices LLC

RCP Communications, Inc.'

OnePoint Prepaid Services LLC?

Other Minority Investments:

P.B3/33
Schedule 3,1 - Subsidiaries

Jurisdiction of Issued Shares
Organization Shares/Units Held by OP
Delaware 100 100
Delaware 100 100
Delaware 100 100
Delaware 100 100
Delaware 10 9.9
Delaware 28.710 25.265
Delawate Comrmon:

6,600,700 4,370,700

Preferred:

1,629,300 1,629,300
Arizona 2,000 0
Delaware N/A N/A
Delaware

ComPlus, L.P.

' 100% owned by OnePoint Services, LLC
2 Dissolved o

10

Class A LP Units:

1,000

General Partner Units:
0

10

’
¥
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Schedule 3.1(a) ~ Jurisdictions Where Entities are Anthorized to do Business

OnePoint Communications Corp.:
Arizona
California
Colorado
Delaware
District of Columbia
Florida
Georgia
[Ninois
Maryland
Michigan
Nevada

New Jersey
New York
North Carolina
Ohio
Pennsylvania
South Carolina
Tennessee
Virginia
Washington
West Virginia

OnePoint Services:
California

Arizona

Florida

Illinois

Louisiana

New Mexico

Arkansas

Nevada

Texas

Colorado

Idaho (Pending)
Tennessee (Pending)
Mississippi (Pending)
Pennsylvania (Pending)
Indiana (Pending)
Georgia (Pending)
Utah (Pending)
Virginia (Pending)
North Carolina (Pending)
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Schedule 3.2 - Capital Structure

Owner Shares of Common Stock Percent
Ventures in Cormunications II, LLC 1,010,075 98.1%
Bell Atlantic Investments, Inc. 19,570 1.9%
Notes:

Immediately prior to the Effective Date, Company has authorized 2,000,000 shares of $0.01
par value common stock, 1,029,645 of which are issued and outstanding,

Company has outstanding warrants to purchase an additional 111,125 shares of its Common
Stock, which were issued in May 1998 in connection with its issuance of 14 ¥,% Senior Notes.

Ventures in Communications I, LLC owns all 35,000 of the authorized and issued shares of
$1.00 par value preferred stock of the Company (“Preferred Stock™). Shares of Preferred Stock are

entitled to a liquidation preference equal to $1,000 per share. Shares of Preferred Stock are not
convertible into any other class of capital stock.

Company’s subsidiary, OnePoint Communications Holdings, LLC has the right to
repurchase all of the membership units of VIC-RMTS-DC, LLC purchased by SBC Comventures,
Inc. pursuant to a Purchase Agreement dated December 16, 1999 at a price equal to the price paid

_ for the purchased units plus 15% per annum. SBC Comventures, Inc. has the right to put its interest
sin VIC-RMTS-DC, LLC to Company’s chairman and controlling shareholder under the same terms
as the OnePoint Communications Holdings, LLC call provision.

Warrant Holders information attached
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3.2 5AR Participanis

STOCK APPRECIATION RIGHTS (“"SAR"} PLAN COMMENTS:

- 166,669 shares have baen allocated 1o the SAR Program.

- As of July 31, 2000, 49% (equivalent to 82,055 shares) of the available shares have been awarded. The number of awards may change
subject lo new awards andfor lerminalions. Excepl for SAR grants to riew hires, SAR grants for the year 2000 have not been issued to dale.

- Pursuanl to Ihe OnePoint Communications Stock Appreciation Rights Plan {the “OP SAR Plan"}), Onefoint Communications' Compensation
Commitlee has tha sole and completa diseretion to make any decisions relaling 1o the SARs including, but not limited to, accelerating vesting
and revising tha originally awarded strike price. This flexibilily provides OPC wilh an effeclive retention vehicle - particularly In change

in control siluations.

1998 Awards 1909 Awards 2000 Avsards Total

Hire Explia 2008 Explra 2000 Expiva 2010 1998+1899+
Date Functon _|Employas Nama 67.50 67.50 13500 | 26274 Totat 67.50 135.00 262.74 Total | 2000 Awards
UE/31/08_[OPSMA_ |Adcock, Wayna T. 25 25 o 25
07:127/88_{OPS-5W Allen, Timothy C. 100 100 0 300
00808 [OPS-C Arqullla, Linda J. 25 25 g 25
0914/98_[05-CC Balzer, Elisabeth H. 50 0 g 50
0312488 {OPS-SE Barkley, Oebbia D. 25 25 a 25
09/01/88_[OPS-MA_ |Baraw, Cynthia K, 25 25 o 25
a42388_[oPs-sw Hotes, Wendy 100 100 [ 100
14/18)88 JOPS.SE Beaver, Richard D, 25 25 0 25
oanye7 {oPsS.SE Baaver, Wilam F. 75 25 25 0 100
04720/88 |OPS-SE Bactit (Crain}, Ouran 250 250 500 0 500
0772708 _[OPS-W Boll, JeRrey N. 75 75 0 15
07/06/98 0SS {Bandofl, Michzel D. 25 25 0 25
1001798 {EXEC _|Bargmen, Jon 1,250 ' 3.750 3,750 [] 5,000
05/26/38 [FIN |Betiino, 8rent . 25/ 25! 0 25
083188 |OPS-SE ___ |Bawen, Cynthia 25 25 0 25
077388 |OPS.C____ |Bower, Jetiray P () 9 g
07/31/98 [OPS-C |Brosnan, Kar F. 25 25 [) 25
04701188 _{OPSSE__ |drown, Dwans M. 25 25 3 2
0315088 NS |Brown, Robad M. 1.000 1,000 [y 1,000
08/2488 JOPS-MA_ [Brunson, Cynitia A_ 75 25 25 [0 10D
08,3098 {OPS-SE Bunca, Arthur J, 75 75 0 75
0472778 _105-06 Burgo, Tera L, 25 25 g =
07/0%36 _{OPS-SE Burtt, Eric 14, 25 25 i 25
12/03/88 {OPS-SE Busches, Meradith 25 25 0 25
0611598 {oPS-MA Campbell, Michasl 25 25 0 25
¥2/07/88_{OPSW Cassidy, Kevin 1,000 1.000 0 1,000
07721/87 _{OPS-MA Charebois, Aina B. a7s 100 100 g 475
110988 {FIN Chazin, Kim o0 100, 0 100
08/26/87_{0OS5-BIL Chasley, Carla 15 25 25 i 100
04727788 {05.CC Chio, Nancy 25 25 0 25
0B/16/98 JOPS-W Clark, Bon M. 100 100 0 100
oanas oPs.MA Clavda, Alix 25 25 0 25
11/1698 {OPS-SE Conway, Kimberty 25 25 0 25
05/15/98 |OPS-SW Copplinger, Julia L_ 25 25 0 25
0420088 JO5-CC Criglar, Daldric R. 25 25 0 25
03/01/85 |OPS-SE Denl, Eaurel A 8000 1,000 0 1000 ¢ 7.000
0511898 |OPS-SE Dewbary, Aficia 100 100 l 100

Proprietary & Confidential
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3.2 SAR Participanls

1998 Awards ‘1998 Awards 2000 Awards Tolat

Hire Explra 2008 Expira 2008 Expla 2010 199841980+
Data Funoion__|Employse Namn 67.50 6750 13500 | 26274 Tolal 87.50 135.00 2821 Total |2000 Awards!
110288 [0PS-W Didelgt, Robia 25 25 o 25
060194 | ORS-C DiFarti, Victor J. 25 25 1] 25
0847 |0S-Is Deinnon,_Danlel T. 500 0 0 0 900
0212900 |SM-5E DuBols, Christapher g 500 500 500
1111698 JOPS-MA Dujos, Sharon 75 75 0 75
02/03/98 |OPS-SE Dunna, P. KaBey 2,000 300 300, 0 2,300,
08/26/38 [EXS Elsbury, Pavicla J. 200 50 50 0 250
0510698 |OPS-C Flaa, Patricla 75 75 0 75
04105198 |0S-CC Floyd, Bamard 25 25 0 25
03518198 |OPS-SW Foley, Mellssa A_ 25 25 0 25
021559 [NS Fuliar, Mark 10.000) 10,000 0 10,000
082399 JoPsw Geden, Monly 1,000 1,000 0 1.000
022198 {OPS-W Gardnsr. Wads G. 500 500 0 500
0930198 [OPS-C Garza, Che 25 25 0 25
08130199 |NS-ENG Giles, William W. 500 500 0 500
0224197 _[OPS-MA Gimbiett, Jeannina M. 150 100 300 0 250
08/22/98 |HR Glasssr, AnnaMaria 500, 500 0 SO0
1211408 [os-cc Glargs, Cynthla 500 500 0 500
D612/00 |SM-NA |Glesnar, David 150 150

110195 _|OP3-C Graver, Patdcla 750 o 0 0 750
0310|0818 Gua. ¥i R. Q 25 25 25
ari7/87 {OPS-C Guberraz, Thomas E. 1,000 1] 0 0 1,000
08/15188 [08-IS Hasarl, AMehmaz {Monet) A 25 25 0 25
03/02:88 {QS-CC [Hal, BryanL. 50 50 [ 50
08/08/98_ {GPS-SE [Hal, Weston T. 100 100 0 100
02113188 JOPS-SE  Hanner, Robert P. 25 25 0 25
03/16t98_OPS-MKTG _|Hand(s, Nicol J. 25 25 0 25
08717098 |OPS-SE |Hart, Rhonda C. 75 75 0 75
091198 JOPS-C  [Havnes Lisal. 25 25 .0 25
081798 JOPS-C [Hsldteburg, Anllgnstte R. 25 25 i 25
0501198 _JOPS-W JHill, Dianna M. 100 100 [ 100
06#3017 JOPS-SE THliman, John D. 300 0 Q 0 300
1013198 JFIN [Hepkina, Marc 100 100 0 100
08/07/97 _)OPS-SE |Hughes, Jean P. 75 25 25 D 100
0308188 }OPS-SE [imhol, Thomas R. 25 25 0 25
06/08/98 }OPS-5E Johnson, David 75 75 ) 75
10/2397 0SS Jones, Regina A 75 25 25 i 100
02,2100 JLEGAL Kallay, Staphan W. ) 1,000 1,000 1,000
10714198 [HR __|xing. Tracye 100 100 0 100
08/04/97  JOPS-MA jKirdand, Kevin W, 900 1,000/ a 1,000 0 1.600
o&11197 JOPS-SE | Krouse, Kannsih L. 1,200 0 0 [ 1,200
oani/Bs _JOPS-C Kubackl, John 1,000 1,000 Q 1.000
09/16i88_JOPSW Lewls, Wendy L. 25 25 [ 25
08/17/88_{05-1S Lindetunayar, Rodnay F. 25 25 0 25
0927183 0S-S5 Linsid, Deve 300 300 0 300
09721198 JOPS-C tack, YaVonne G. 75 75 0 L
06/3008_ [OPS-C |Magnuson, Glenn A. 0 [ [
o&rion8_JoPsc [Marino_ Alied A_ 5 . >
05/11/88  JOPS-MA |Martin, Ranald W, 25 25 o 26
0727188 _|OPSW {Martin, Scott 1. 2,500 500 500 9] 2500
11/16/98_JOPSSE ___ Mazon, Robin 25 25 o} 25
oa/1807 e [McCottar, Keisten 150 100 100 9 250

Peoprietary & Confidential
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3.2 SAR Participaniz
1998 Awards 1968 Awards 2000 Awards Total

Hire Explre 2008 Explre 2009 Explre 2010 1998+1090+
Dala Function  {Employes Namo 87.50 67.50 135.00 202.71 Total 87.50 135.00 282.11 Tota!  [2000 Awards
11/18/88 |OPS-SE Milier, Alicia 25 25 0 25
09r29/57 _|OPS-SE Magan, Danial W. 75 100 100 1] 175
08/04/87 JOPS-SE Mals, Rabaoca S. 1,200 100 100 [} 1,300
owigie8 JoPs-w Moltenkopf, Lisa A. 25 25 q 25
0W1595 [NP Moavre, Chantal 5,500/ 1,500/ ) 1.500 0 7,000
OP Svcs Moachner. Al 1,789 1,788 [ 1,789
04/07/88_INS-NA Mowtion, Gary W, 500, 500. o 500
09724198 |opPs-C Murptry, M. Courtney 100 100 0! 100
0271787 |OPS-MA Not, Malthew E. 2,300 0 0 [J 2,300
06722/98 [HR andar, Kimbedy C. 25 25 0 25
08,03/88JOPS-C Orlege, Marguarita (Kitty) 25 25| [ 25
OP Sves OsirowsX, Tim 587 597 0f 597
0N01/88  {OPS-MA Qverion, David A. 25 25 [¢) 25
Lile]o] Pace, Linda 4] 250 250 0 250
0571688 |OPS-wW Palmer, Michael J. 175 175 [+ 175
08/18/97  |HR Papa, Janifer E. 150 109, 100, Ol 250
06/01/88 |OS-CC Patiarson, Leigh A. 25 25 0 25
Q8/17/88 {OPS-C {Porez, David 100 100 0 100
osrises os-cc Parkins, Rubin E. 25 25 0 25
06/22/98 {OPS-SE Paron-Kupka, Wendy 25 25 0 25
05r26/88 {OPS-C {Parzan, Douglas W. 150 150 0| 150
o7r9ms [oPs-sw Patarson, Erlk R. 100 100 ¢ 100
05488 lOPSC Pamozy. Attlla H. 25 25 3 25
oa/16m7 [FIN {Pownll, Staphanie L 75 25 25 0l 100
01498 [OPS-SE Powors, Brian W. 400 400 0 400
0707798 _|OPSC Prechi, Stephan 25 25 o 25
0322/99 |FIN-CD Quimson, Liz 1,000 1,000 [3 1,000
07/208 |HR Rich, Joseph D. {40} : 500 500 0| 500
031193 |OPS-C Rogalskd, Bonnie J. 25 25 0 25
100197 _|OPS-SE Rolfe, Lynn 75 25 25 0] 100
Q7720188 {OPS-C Rasadn, Mario 25 25 0 25
0108/98 |0S-CC Rass, Kimberky M. 25 25 [ 25
07/13/88 |OPS-#1AA Saliar, November M. 25 25 0 25|
1108/99 [HR Samualson, Christophsr 0. 500 500 0 500,
O5/0287 |OPS-C Schnnck, Andraw R. 300 200 200 0 500
100198 |OPS-MKTG ]Seawsli, Scolt 2,000 500 500 0, 2,500
060297 NP Silta, John D. 75 25 25 0 100
1227799 |0S-IS Simon J. Lin 0 300 T 300
06/01/98 |OPS-SE Simpson, Joan T. 25 25 i) 25
01129138 |OPS-SW Skaggs., Alisa L. 500 500 1,000 0 1,000

0W22/00 [NS-DATA.  [Skiadman, Julla 300 300/
09117198 [OPS-SW {Stack, Kalhlean Ann 25 25 0 25
0772197 _|OPS-MKTG  [Sonne, Banyl. 75) 175 175 9 250
1111698 [OPS-SE {Squires Marlon 25 25 0 25
07/0198 [OP5-SwW Stendlay, Kendra S. 25 25 Q 25
031598 [FIN Stavig, John D. 1,200 ) 0 [i] 1,200
0405108 [NS Stipa, C. Wiilam [l 4,000 4,000 [1] 4,000
0824098 [NP Sweat, Sharl B. 500 500 [1] 500
0526558 |OPSMA Swinson, Rita D. 25 25 1) 25
083198 |OPSC Thompson, Deborah M, 25 25 Q 25
080600  [NS-DATA Thompson, Michast 5.000 5,000 5.000
07413798 |OPS-C Wallaos, Cheistls A, 25 25 0 25

Proprietary & Conlidential
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3.2 SAR Pardiclpanis
1998 Awards * 1990 Awsrds 2000 Awerds Total

Hira Explre 2008 Explen 2000 Explre 2010 1888+109%+

Data Function  |Employes Name A7.50 67.50 135.00 20271 Total 67.50 135.00 262.71 Total | 2000 Awards

08/18/86 |EXEC Walleca, Yyiliam 889 0 a 0 968

07:27:198 _[OPS T wWarmner, Fraston 25 25 0 25

03124/99 10OPS-MKTG _JWeslanfelder, Bruca A, 50 50 0 50

0TH29% {0S-58 Whils, David P. 1,200 1,200 a 1,200/

07/28/97 |OPS5-SE Whitmire, Geocjeans P. 75 100 300 0 175

10/418/88 |OPS-SE Willams, D. Mike 150, 150! 0 150

08/17/98 |OPR-SE Wright, Nancy W, 25 25 0 25

11/16/88 |OPS-SE Yang, Yuni 100 100, 0 100,

04414197 1OPS-MKTG  [Yazici, M.Malihaw 300/ 75 75 0 75
>
L)

+
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3.2 SAR Parlicipants
1990 Awards * 1958 Awands 2000 Awards Tatal
Hia 2008 Explre 2000 Explre 2010 1998+1993+
Date Funclion _ |Emplayge Nams 67.50 arbe | 13500 | 26271 Tolal 6750 | 13500 | 28271 | Tolsl |2000 Awards
Stock Appraclation Rights Tolel Averags
Year] Awarded| Forfelted Dutstandin Sirlka Prics
1908]  71,919] 40000] 31918 B7.50
1999] 47,081 4200 | 42,861 13500
2000] 7275 - 7,275 262.71
TOTAL| 126255] 44200| 82055
SARSs remsining fo be awardad B54.614
* As of 731100]
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Schedule 3.3 — Authority

ComDisco, Inc. Master Agreement dated 9/17/99 — OP believes that on Closing, after
SBC’s indirect 9.9% interest in OP is extinguished, ComDisco may have the right to

claim an Event of Default and pursue its remedies under the Master Agreement and the
Product Supplement dated September 17, 1999.

Upon Closing, as OP will no longer have an affiliation with SBC Operations, OP believes
that there is a slight risk that it may lose certain material benefits of the SBC Operations
and Sprint Communications Company Agreement dated 5/1/99, as amended, OP is
awaiting a written acknowledgment directly from Sprint acknowledging that it will
continue to provide service to OP pursuant to the terms of that agreement.

Indenture dated May 21, 1998 between OP and Harris Trust and Savings Bank (the
“Indenture”™) — Consummation of the merger may result in a breach of Section 5.1 of the

Indenture because OP may not be in compliance with the terms of Section 5.01(iv)(b)
resulting in an Event of Default.

s
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Report of Independent Auditors

Stoeckhalder
OnePeint Communications Corp.

We have audited the accompanving censolidated balance sheets of CnePoint
Communications Corp. as of December 31, 1999 and 1998, and the related
consolidated statements of operations, comprehensive incoma,
unitholders'/stackholder's equity (deficit) and cash flows for each of tha three
years in the peried ended December 31, 1999. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audits. We did not audir the
financial statements of Mid-Atlantic Telcom Plus Holdings, LLC, an investment in
a 41.4% owned unconsolidated subsjidiary, which statements reflect total assets
of $58.5 million and $57.2 million as of December 31, 1999 and 1598,
respectively, and total revenues of $19.8 million, $16.5 million and the §14.0
millien for each of the three years in the period onded December 31, 1899, Those
statements were audited by other auditors whase report has bsen furnished to us,
and our opinion, insofar as it relates to data included for Mid-Arlantic Telcam
Plus Heldings, LLC, is based solely on the report of the other auditors.

we conducted our audits in accordance with auditing standards generally accepted
in the United Stares. Those standards require that we plan and perforw the audit
Tc obtain reasonable assurance about whether the financial statements are free
of material misstatementu. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principals used and significant estimates
made by management, as well as evaluating the overall financial statement

presentation. We believe that cur audits and the report of other auditors
provide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of other auditozrs, the
financia) statements referred to above present fairly, (n all material aspects,
the consolidated financial position of OnePoint Communications Corp. at December
21, 1999 and 1999, and the results of its operations and its cash flows for each
of the three years in the period ended December 31, 1999, in conformity with
accounting principles generally accepted in the United States.

Februwazry 2%, 2000

" /a/ Ernst & Young LLP
Melean, Virginia

F-3

P.13733

o
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OnaPoint Cammunications Corp.

Consolidated Statements of Operationg

Ravenue
Cast of revenue

Grose margin {loss)

Expensas:
Sclling, general aad adminlstcative
Depreciation and amoreizatisn

Losgs fram ogptrations
Other income {expense):
Interast income
Interest expense

Other income (losg?

Loss on dlapasals af equipment
Loss~abandonment of leasenold imorovemencs

Equity in losses of unconsalidated sunsidiaries
Loss betore extraocdinacy items

Extraorainary Items:

Gain on bond repurchasea

Net loss

Basic and diluted earnings per shace:

Loss bafore extraordinary icems

Extrsordinacy items

Ngt loss

Shares used Lln compueing loss per share:

Weighted 3verage common nhagres--basic
and dllurceg

See accompanying notes.

December 31
1999 1998 1397

{In Thousands. except per share data)

5 22,138 - § 8,953 s a3
22,006 8,765 A3
132 {1,812) t40)
3,667 27,873 12,788
3,080 1.455 235
156,585} t31,140) {13.063)
3,197 5,042 12
115,277) {15, B48) (34}
(285 11 1
1961 - -
1274} -— -
112,735} 19,78N it
169,330% (40,927} 113,01%
{3,828) (3, 698) 13.072)
173,158) (44, 6251 {18,091}
20,432 19.799 -
s 152,726) $ (24,826) s {16,001}
S {73,186} B [44.62) B t16.09)
20.43 19.80 -
3 (52.7%) 3 (24.82} s {16.991
1.000, 000 1,000,000 1,000,000

P.14/33

O
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W

OnePoint Communications Corp.

Consolidated Statements of Comprehensive Loss

Decemher 31
1999 1398 1887
Net loss $(52,726) $(24,826) §${16,091)
Other comprehénsive income, nct of tax:
Uarealized (lass) gain arising duzing the year en
aecuritios (666} 701 -
Comprenensive loss 5{33,392} §{24,129) 5(16,09D)

See accompanying notes.

g
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OnePeinc Communications Corp.

Consvlidated Balance Sheet

(dellars in thousands, except per share data)

AS38tSs
Current assets:
Cash and cash equivalents
Regtricted cash
Investmant in markerabls securities, curgrent
Agcounts receivable:
Trade, net
Related party
Prepaid expenses

Total current assets

Investment in marketable securities, noncurrent
(523,390 and $73,377 restricted at December 31, 1999
and 1998, respectively)

Investments in unconsolidated subsidiaries

Property and equipment, net

Intangible asgets, net

Other assets

Total assats

December 31

1999 1994
$ 6,608 $ 5,730
134 5,199
4,230 13,118
2,722 2,277
266 653
3,358 838
17,318 27,875
24,570 86,705
2,240 6,283
20,378 10,923
10,909 11,799
5,993 5,722
§ 81,408 $149, 307
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Decamnerr 14
1599 1998

Lizbilities. miscrity inteTest, redeemadle prarerred stock. and Comaon

Stockholdar's deficit
Cugrentg liabilicims:

Accounta payable 3nd accruad expense 5§ 17,232 H 6,857

Ralaced Party payable Pl ] 1,538

Acccued intwresat payablae 1,152 1.791

Current pertion of longeterm debe 980 250
Toral ecurrcent lisbllities 23,142 12,368
Daferred obligatioms 864 i
Daferred ¢ain on sale of equicy intereat iN corsalidacea

Subaidiary 9,188 ——
Minopity intereat in conyolidacea subsidiaries 1,041 -
Long-term danc 102,437 134,503
Rageenmable prefarced steck, 51.00 par value., 23,000

shares autherized, 15,000 shares i13jued and outstanding

AT redexption value 15,000 33,000
Stockholder's deficgit:

Common atock, S0.01 par valua, I,900.000 shares authorized. 1.000,000 shagas

Lasued and outatanding
at Docgmoer 31, 1998 10 10

Additional gapical 4,870 6,870

Note receivabis ~ stockholder 11,5001 11,5001

Accumuliated deficic {93.6731 i42,553)

Other comprenyniive 10coma 33 01

Total coxmon ateckholdar'a deficic (30,364} 136,372
Toral liabllities, minaricy ingerest, radeasmabdle Preferrag atock, and comman
stockholder's deficit

¢ a1,408 S 149,307

See accompanying notes
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OnePoint Communications Corp.

Consolidated Statements of Unitholder's/Stockholder's Equity/ (Deficit)
(dellars in thousands, except per share data)

Hawbar Unate

Naten
Asdarkannila Unics founders Unita Recwiveols
vnity Anount Unics Amounc Unitholder/Scogkholder

Balancs, Dacamber 1%, 1036 3 - 5§ - 20.000 £ 15,640 am

Adudtional snatholder concributions . o - 12,000 -

Iasuance af unicy - 1999 - —_ - 1,508 (1,480}

tecagditalization 199,000 33,500 751,000 27,640 -—

1997 Recapicaliratisa

Copprwimmeiye INCom an - -— -

Salants, Ducemtwt 31, 1997 133,000 13,8500 401,000 1,280 1,399
1998 recupatalization ivots 1) {19,000 £33.680) 1801,000] {1,380} -
Unit-holdas paymanr -— - aa il i
wxrTunta - - .- - -
Ceaprabafisive {0t ;

Nat {lowxi -n .. - - -—
Nez UREealited galA eh markacable
securaties - - -— - -

Salance, Sacamder J1. 1399 = - - - 21,3001

Carpranensive inceas:
Kyt tioswl v - .- - .-
Het umraalirad leas on markatadlas
amenpitiee - — - .- -~
sSalandm, Datweber J1, 1333 -— 5 - .- .- 1,500t
Accurdletad
Cormon Agditsonald a lative Comprah ive Total
Seeex capital Degicit T equiey

BSalance, ODscmcbes 11, 1936 3 Lad $ bt E 12,038) § - §13,604

Additional unithelder cuntrabutions e - - - 1,000

J3sance of uales =~ 993 -— -— - - -

recwpitailzation - -~ a. —~ 5,860

1557 Recapicalizacion

Compraiiedaive Irdommy

talancy, Dsgwtmr 31, 1847 - - 118,127) ad 15,373
1999 recapitalization {tolw 1) 114 1,870 - o 133, %00)
UnLe-hider PAymdnt P am - -— w
wargants . $,300 - - %, 300
Comp tANSRILVE LALSBAL

Net {lowm) - - 144,026} - 124,836}
Nat uncealized gsin on rarkstablw
sscurities - - - 0t *ol
falancs, DeceabaT 1. 1398 1a 5,870 12,810 101 (34,870
CerprendRdiWe Lafatuht
Net tlosm) - .- 132.1716) va 452,726
Net vareslized laas on marketable
scusitive —_ —_ e 1686) 16661
Brlancy. Cecenber 1. ()99 ] 10 s 6,470 195,479} $ 35 3 (90,2641
See accempanying notes
F-8
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onePoint Communications Corp.

Consclidated Statements of Cash Flow

{(dollars in thousands)

Operating activities
Net loas

Adjurcaanta €0 recuncile net loas ko net cash used in opsrating activittess

Lota on disposals of squipssnt
Loas OR RARMCRISNT 4T leAsedhold Lyprovewmentd
Depraciation and amortiration

Amortization ol prsmium (d{sgaunc) of sscuritiss sgquirad

lagiuded in interezc incoas

hacgtization of debt discount and i1ssuance cost inciuded in inteceat

oXpunsa

Amsctization of wirraAnts inzluded (n AntREesC sxpanas

Amargizacion of developar paymsnts included in resalling coicy
La33e3 in sqUILY incersat of unconsolidated investsents

Txtraordinary gain on bond repurchases

Untealized loas (gain} on invastaents in warketabie securaities

Chanqe 1a Allowangu far coubtful sccounts
Changes in Qperacing 333643 and 18{abilities:
Trade receivedla
Relaced BAITY Teceivable
Developer paymmnta PCTV acquasition
Prepard expanssa
othgr Asiets
Azcounts payanle and accrued expenses
Related parcy payabla
Accrusd Lncerest
Cthar Ocferred

Met cash used iln nperating activities

%

Dagashar 11
1898 1898 1987
5(92,728) 724,228} 3{16,091}
96 -— -
27 -— e
3. 060 1.455 235
(499} 493 -
513 552
299 6) -
167 173 -
3,2 600 3,072
(20,432} (12,799 am
(E&E) 101 -
383 08 1
18281 12,4541 ($1}]
387 {8201 151
- 13, 400) -~
12, 4603 - 11,1211
(636} 1501 180
10, 37% 2 .30
2 3,559 .=
1549) 1,690 11
234 - -—-
{59, 442) {37,811 131, 427)
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CnePoint Communications Corp.

Consalidated Statements of Cash Flow (continued)
{dollars in thousands)

Investing activities

Reacricted cash, net
Acquisition Of InTengibie Sssecs
Purchase of sqUity investsenta

Procesgs {rol salw of barikatable securities

Purcians of markstahls smcuritiss
Aciqulaition of pIopazty and equipmanc
Acguisition 6f other ntangibla asaecs

Procesdas (roM 8Ale of Unconsolidated subsidiacy

Procesds from aalm of equity interest in consalldated subhsidiacy

Not cash uszd in invEsting Accivition

FinABEARG activitima

Procesdd from ixauance af loog-term debc
Repayment of long-tera dabt

Minariy interssc

Dabt diAcount and issuaace costs
Jalthelder contritutiona

Jet cash provided by (Lnancding sctivaties

Net increass an cazh
Caan a¢ the beginning of pericd

%azh at the end of pariod

See accompanying notes

=10

\

Q\\/

Dacamtar 3L
1999 1298 1997
5,DE4 15,19%) 11,008
13,135) (4,457) e
- Al (13,4331
106,702 85,119 -
127,260} (184,711} --
{12,408} (9,374) 12,440}
{432) - -
135 A an
10,000 - aw
71,747 tl1s, 5721 tz, 3713}
16,434 % 188,080 ¢ 1,500
(27,090} 122,151) o
229 - -—
-- 19,468) P
- 1] 11,860
113,430 V56,811 19,360
(5] 267 4,360
&, 730 S, 4563 103
5 6,608 i 570 5 s.46
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OnePoint Communicarions Corp.

Notes to Consolidated Financial Statemencs
(Dellars in thousands, except per share data)
For the Years ended December 31, 1999, 1598 and 1997

1. Ozxganization and Recapitalization

Ozganization

OnePoint Comminications Corp., (the "Campany”) was incorporated to provide
bundled communications services including local and long distance telephony,
vidao programming and Intarnet access to residents of multiple dwelling units
{"MDOs") . The Company 1s the successor to OnePoint Communications, L.L.C. (the
"Predecessor”). The Predecessor entered into several significant contracts and
began to genarate revenue during the secand half of 1997,

The Company consists of OnePeoint Communicatians Corp., the parent company and
its wholly- owned subsidiaries, OnePoint Communications-Colorado, L.L.C.,
OnePoint Communicacions-Illineis, L.L.C., OnePoint Communications-Georgia,
L.L.C., OnsPoint Communicacions Holdings, L.L.C. ("OPC Holdings"), and its
majority-owned subsidiary OnePoint Services, LLC ("OPS") in which the Company
maintains & 71.3% tnterest and has been consolidated in the Company's financial
sgatements. In addition, thzough OPC Haldings, the Company maintains (i) a
75.52% interest in VIC=-RMTS-DC, L.L.C., which has been consolidated in the
Company’s financial statements and (ii) 41.38% interesc in Mid-Atlantic Telcom

Plus, L.L.C. [Mid-Atlantic), a subsidiary accounted for under the equity methed
{see Note 7).

In Octcber 1597, AMI-VCOM2, Ine. ("AMI2%) transferred to Ventures In
Cormunications, LLE ("VIC") its membaership units of the Predecessor. Mr.
Ottexbeck, the Company's chairman becama a member of the Predecessor and the
Predecessor was racapitalized (the Racapitalization). Pursuant to the
Recapitalization, VIC agreed to guarantee up to 59,000 of collateralized
indebtednexs af tha Preadacessor, concributed additional capital to the
Predecessar (resulting in aggregate equity contributions to the Predecessor of
$33,500) and exchanged its membership interests for (i) 19.5% of the Predecessor
membership units, and a prierity on the first §33,500 of distributions, (ii) a
premissory note in the prineipal amount of $1,500 due-Qctober 15, 2007, which
bore interest at 10% per annum (the Predecessor Note}, and (iii) a warrant o
purchase 5% of the common units outstanding follewing exercise of the warrant.
In connection with the Recapitalization, Mz, Otterbeck purchased 80.1% of the
Predecessor's membership units (which did not have a preferential return or
priozity on distributiens) for an aggregate of $80 and agreed to contribute up
to an additional S$1,500 to the Predecessor. Mr. Otterbeck's 80.1% of the
redecessor's membership units arxe held by VenCom, L.L.C.("VenCom"), a company
in which Mr. Otterbeck is the sole member and manager. The parties also entered
into {i) & Members Agreement that restricted the transfer of membership units
and provided preemptive rights on the sale of new securities and {ii) a
Registration Agreement that provided certain rights to register the
redecessor's securities under the Securities Act of 13933, as amended.

=11
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OnePoint Compunications Carp.

Hotes to Consolidated Financial Statements (Continued)

1. Organization and Recapitalization (continued)

Organization {continued)

In April 15898, in order to convert the Predecessor inte a ¢orperation, VenCom,
and VIC contributed their membership interests in the Predecegsor and a §1,500
pPromissory note payable by the Predecessor to VIC to Ventures in Comminigations
II, LLC ("VIC2") in exchange for membership interests of VICZ. Subsaquently, the
Predecessor merged with and inco the Company, with the Predecessox's outstanding
mambership interests and its $1,500 promissory note payable to VIC exchanged for
shares of the Company's common stack and preferred stock. Rs a result of the

April 1598 marger transactions, the Company became a Delaware corporation, which
1s wholly owned hy VIC2.

The operating agreement of VICZ entered into April 1998 in connection with the
Recapitalization (i) iLmposes certain restrictions on the transfer of VIC2's
membership units; (ii)} grants certain participation rights in connection with a
sale ¢f membership units by a membex; (iii) grants VIC certain preemptive rights
with respect to VICZ membership units in connection with issuances by VIC2 of
membership units or issuances by the Company of common stock; {iv) grants VIC
the right to require VenCom to purchase all or any portion of the VIC2
membership units held by VIC:; (v) grants a first refusal right to the members in
connection with a transfer of VICZ membership units and shares of the Company's
cormon sStock: (vi) requires the members to take cextain actions in the event of
an initial public offering by VIC2: and (vii) grants VIC the right to require
VIC2Z to exercise lvs demand and piggyback registration rights and to require
VIE2 to distribute the proceeds of the reaulting offering.

In August 1985, VenCom purchased 9.8% of the common units and all of the
preferred units of VIC2 and a non-interest bearing promissory note for 51,500

issited by VICZ2 from VIC in exchange for an intereat bearing note in the amount
of 560,700,

in October 1389, CAIS Internet, Inc. made a §2,574 equity investment in VIC2,
This investment gave CAIS Intermet Inc., & 1.0 & indirect ownership in the
Company, with the remaining membership interest owned by VIC (39.8%) and VenCom,

LLC (B89.1%). VIC also owns warrants to purchase 11.9% of the memhership units of
vIc2.

In November 1993, the Company established a 71.3% owned subsidiary, OnePoint
Services, LLC, ("OPS8") to acquire 100% of the equity of RCP Communicatioens,
Inc., & provider of pre-paid telephony services. The remaining minority
ownership interest is held by management of OnePoint Serxvices. Total
consideration for this acquisition, recorder pursuant to the purchase mechod of
accounting, was 5985 and 1,425,000 of restricted common units. Of these ameunts

£-12
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1. Organization and Recapitalization (continued)

Organizacion (continued)

$891 and 1,050,000 million restricted common units are being withheld subject to
the achievement of certain revenue and cash flow performance criteria. The
Company acquired assets with a fair market value of $800 and assumed liabilities
of §3,020 resulting in goodwill of §2.5 million, Goodwill will increase if the
revenue and cash flow performance criteria are met and related contingent
consideration is paid by the Company and will decrease if certain assumed
liabilities are settled at lessar amounrs due to negotiations or valuarioens

allowances recorded against deferred tax assets are release in subsequent
periods.

In Decembex 1989, a subsidiary of SBC Communications, Ine. ("SBC"), purchased a
24% direct ownership interest in a majority-owned subsidiary of the Company,
from OPC Boldings, a wholly-owned subsidiary of tha company, in exchange for
$10,000. This agreement provided the Company the right to sell up to an

additional 24% dizect ownership interest in VIC-RMTS-DC on the same terms during
2000.

2. Significant Accounting Policies

Principles of Conselidation

The consolidated financial statements include the accounts of the Company and
its wholly~ owned subsidiaries. All significant intercompany accounts and
transactions have been eliminated in consolidation.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates
and assumptions that affect the amounts reported in the financial statements and
ths reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

cash and Cash Equivalents

Tha Company considers all highly liquid investments With an original maturity of
chree monrths or lass to be cash equivalents.

T-13
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OnePoint Communications Corp.

Neotes ta Consolidated financial Statements (Continued)

2. Signifizant Accounting Pelicies (continued)

Marketable Securities

Management determines the appropriate classification of debt securities at the
time of purchase and reevaluates such designacvion as of each balance sheet date.
Debt securities are classified as held-to-maturiry when the Company has the
intent and ability ta hold the securities to maturity. Hald-to-marTurity
securities are stated ar amortized cost, adjusted for amartizavion of premiums
and accretion of discounts to maturity. Such amortization is included in

investment income, Interest on securities classified as held-to-maturity is
included in investment income.

Marketable equity securities and debt securities not classified as
held~to-maturity are classified as available-for-sale. Available-for-sale
securitles are carried at fair value, with the unrealized gains and losses, nat
of tax, reported in & component of comprehensive income. The amortized cost of
debt securities in this categery is adjusted for amortization of premiume and
accretion of discounts te maturity. Such amortization is included in investment
income. Realized gains and losses and deelines in value judged to be
other—-than-temparary on available-for-sale securities are included in investment
income. The cosr of securities sold is based on the specific identification

method. Interasc and dividends on securities classified as available~for~sale
are included in investment income.

Propexty and Equipment

Property and equipment are stated at cost and depreciated on tha straight-line
method over their estimated useful lives, ranging from five ta ten years.
Leasehold improvements are depreciated over the shorter of their useful lives or
the lease temm, not to exceed fifteen years. The Company classifies installed
wizing and hardware ¢ogts in construction in proyress until the installation is
completed, at which time the balances are classified as leasehold improvements.

Intangible Assets

Intangible assets consist of goadwill representing the excess af cost over net
assets acquired and rights of entry ("ROE") contracts resulting from the
purchase of certain assets and liabilities from Preferred Entertainment, Inc., a
subsidiary of People’s Choice=TV Carp. ("PCTV"); goodwill representing the
excess of cost over net assets acquired resulting from the purchase of 1003 of
the equity interesst of RCP Communications, Ine. ("RCE"): and deferred financing
charges consisting of original issue debt discount and issuance costs ralated to
the Company's offering of 175,000 units each consisting of §1,000 principal
amaunt of 14 1/2% Senior Notes due 2008 (the Senior Notes) and warrants to
purchass 111,125 shares of common stack (the Warrants) £or grogs proceeds of

$175,000 (collectively, the Unit Offering). Goedwill and rights of entry
contracts are

F-14
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OnePaint Comwunications Corp.

Notes to Consolidated Financial Statements (Continued)
2. Significant Accounting Policies (continued)

Intangible Assets (continued)

amortized using the straight-line method over a fifteen-vear period. Deferred
financing charxges are amertized under the effective interest method as a
camponent of interest expense over the life of the related debt.

Impairment of Long Lived Assets

The Company assesses the impaimment of long-lived assets including intangihle
assets in accordance with Statement of Financial Accounting Standards No. 121,
Accounting for the Impairmenr of Long Lived Assets and for Long Lived Assets to
be pisposed af ("Statemspt Na. 121"). statement No. l21 requires impairment
losses to be recognized for lang-lived assets when indicators of impairment are
present and the undiscounted cash fleows are not sufficient to recover the
assets' carrying amounts. Intangibles are alsc evaluated for recoverability by
estimating the projected undiscounted cash flowa, excluding interest, of the
related busines$ activities. The impalrmenc loss of these assets, including
goodwill, is measured by comparing the carrying amount of the asset to its fair
value with any excess of carrying value over fair value written off. Fair value
is based on markat prices wherze available, an estimate of market wvalue, or
determined by varisus valuarion techniques including discounted cash flow.

Reegearch and Development

All research and development cogts are charged to operations ag incurred.
Revenue Recognition
The Company reccgnizes revenue as services are provided to MDU customers.

Prepaid phone card revenues are recognized upon delivery of the cards to OPS's

customer as the Company has no ongeing performance obligation after txansfer of
title upon delivery.

Fair Value of Financial Instruments

The Company considers the recorded value of its f£inancial assets and
liabilities, to approximare tha fair value of the respective assets and
liabilities at December 31, 1999 and 1998, respectively.

F-15
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OnePoint Communiecations Corp.
Notes to Consalidated Financial Statements (Continued)
2. Significant Aeccounting Policies (continued)

Stock-Based Compensation

The Company has adopted the Financial Accounting Standaxds Soard's Statement of
Financial Accounting Standard No. 123, "Acecounting for Stock-Based Compensation”
{"Statement No. 123"}. Statement No. 123 allows companies to either account for
stock-based compenzation under the new provisions of Statemenr No. 123 or under
the provisions of Accounting Principles Boarzd Opinion Ne. 25, "Accounting for
Stock Issued to Employees"” ("Opinion No. 25"), but requires pro forma
diselosuxes in the footnotes to the consolidated financial statements as {f the
rmeasurement provisions of Statement No. 123 had been adopted. Tha Company

intends to continue to account for its stock-based compensation in accordanca
with Opinicon No. 28.

Marketing Costs

Marketing costs are expensed as incurred. For the years ended December 31, 1999,

1998 and 1997, marketing costs were approximately S1,914, $1,921 and S4B4,
respectively.

Income Taxes

The Company accounts for income taxes and the relared accounts under the
liability method. Deferred tax liabilities and asserts are determined based on
the diffarence between the financial statement and tax basis of assets and
liabilities using enacted rates expected to be in effeet during the year in
which the differences reverse. The Company has incurred lesses for both
financial and inceme tax repeorting since inception. Aceordingly, no provision or

benefit for income tax has been recorded in the accompanying consalidated
financial statements.

Loss Per Share

The Company's basic loss per share calculations are based upon the weighted
average of shares of common stock outstanding. The dilutive effect of stock
appreciation rights and warrants to purchase the Company's common stock are
included for purpases of calculating diluted earnings per share, except for
periads when the Company reported a net loss, in which case the inclusion of
stock options would be anti-dilutive. Diluted loss per share is not presented
for the periods ended December 31, 1959, 1998, and 1997 as the effects of
potentially dilutive inscruments are anti-dilutive.

F-16
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OnePoint Communications Carp.
Notes ta Consolidated Financial Statements (Continued)
2. Significant Agcounting Policiea (continued)

Receatly Issuved Accounting Standards

In June 1938, the FASB issued Statement of Financial Accounting Standards No.
133, "Accounting for Derivative Instruments and Redging Activities,™ which
requires that all derivatives be recognized as either assets or liabilities in
the statement of financial position and that those instruments shall be measured
at fair value. Statemenr No. 133 also prescribes the accounting treatment for
changes in the fair valua of derivatives which depends on the intended use of
the derivative and the resulting designation. Designations include hedges of the
exposuzre to changes in the fajir value of a recognized asset or liability, hedges
of the exposure to variable cash flows of a forecasted transaction, hedges of
the exposure to foraign currency translations, and derivatives not designated as

hedging instruments. Statement No. 133 is effective for fiscal years beginning
after June 15, 1999,

Accounting for perivative lastruments and Hedging Activities

The FASB agreed to defer for one year the implementsation date of FASB Statement
133, "Accounting for Derivative Instruments and Hedging Activities" ("Statement
No. 133). In agreeing to the deferral, the FASB acknowledged constituent
concerns about the need for the FASR to provide guidance on significant
implementation issues. As amended, Statement 133 is effective for all fiscal
quarters of all fiscal years beginning after June 15, 2000. Early application
continues to be encouraged. The Company has not adopted Statement No., 133 as of
Cacember 31, 1999. The adoption of this Statement is not expected to have a
material impact on the Company's financial position or results from operations.

3. Acquisitions

On November 30, 1999, OPS, one of the Company's subsidiaries entered into a
definitive stock purchase agreement ta acquire 100% of the equity interese of
RCP, an Arizona~-based retdiler of prepaid telephone cards, for a total
congideration of §985,000 in cash and 1,425,000 million of restricted common
membership units of QPS. Of these amouncs 5891,000 and 1,050,000 million of
restricted common membership units are being withheld subject to the achievement
of revenue and cash flow parfermance criteria. Such amounts have been treated as
contingent congideratton in this acquisition and will be recognized in OPS's
financial statement$ when and if earned by the former shareholders of RCP. The
RCP acquisition was recorded pursuant to the purchase method of accounting.
Pursuant to the stock purchase agreement, on the first anniversary of the
cloaing date the Company is obligated to pay, provided RCP meets certain
performance criteria, the amount of the initial holdback less any existing
regsexves as stated in the agreement.

F-17
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OnePoint Communications Corp.

Notes to Cansolidated Financial Statements (Continued)

5. Trade receivables (continued)

Activity in the allowance for doubtful accounts was as follows:

Dacember 31
1999 1998 19387
Opening balance $ 216 $ 7 $ -
Bad debt charge-offs (3,692) {568) -
Adjustments to reserves 4,075 IEa) 7
£nding balance s 599 $ 218 57

6., Investments in Marketable Securities

Thiz i3 a summary of marketable securities, all of which were
available-for-sale., as of December 31, 1999 and 1998:
{CAPTION]

Unrealizeds Uncealized Acexuad

classified as

Gatimated
Cost Lassas Galna/{Loaan Intervat Palr Yalde
1339
Horegustiierad:
mmicipal/provincizl
bomde §1,273 i 3= 3 31.28Q
Coummrwidl popar 14 - - s 1.8321
Rutual Iunds 394 - - 1t (1.1}
Rvatzrictes:
V.4, Treisucy notas and
Tecuritics 20,642 - bt} {760 2,482
Hanay WAFKAT 13y - . - (3]
16,373 124 438 §1,792 224,800
1n
Nom-rescracted:
inlerpal /previnoial
Sones 13,00 %= 138 $148 $13.32%
Ccammarcidl papeas 11,631 - » 121 12,7548
Hutusl furda A - - i 140
Migerscradi
U,3, Sfzasury RoCas ANt
Jecurities §9,9%1 - s10 - 70,398
HORAY RATkeT 2,790 = - - 3,708
54,782 L $108 $330 459,822
F-~18
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OnePoint Communicatioens Corp.
Notes to Consolidated Filnancial Statements (Continued)
€. Investments in Marketable Securities (continued)

The net adjunstment to unrealized holding gains (losses) on available-for-sale
securities ineluded as comprehensive income (n shareholders' equity totaled
${666) and §701 in 1999 and 1598, respectively. The Company did not hold
investments in marketable securities in 1997,

The amortized cost and estimated fair value of debt and marketable equity
securities at December 31, 1999 and 1998, by contractual maturity, are shown
below. Expected maturities will differ from contractual maturities because the
issuers of the securities may have the right to prepay obligations withour
prepaymant penalties, The Company's restricted securities are comprised of the
Pledged Securities as discussed in Note 10. The Company has classified
réaryteted sscurities with an ectimated fair value of approximately 512,417

which mature within twelve months as noncurrent investments in the accompanying
consalidared balance sheet.

baceaber 31, 199§ Decemtier 31, 1998

Estimacad Estinated

Coat Falr Value Cont Fatr Value

Oun an 0Ot year DY o33 114,411 $15,4%0 $36.9369 237,248
Due after one year through thrke years 19,054 19,8731 58,704 43,438
Dua #fter thram years 1.275 1.490 - -
23,740 27,553 93,672 96,583

Hutual funds end woney Eazrxet 1,213 1,247 2.113 ), 140
£27,973 528,800 584,792 599,221

7. Investment in Unconsclidated Subsidiaries

The Company has an investment of 41% {n one company and accounts for this
investment using the equity method.

The daily operatisns of Mid-Atlantic are managed by an entity which owns the
other 59% interesr. The Company maintains certain veta rights on significant
transactions and as defined in the operatring agreement between the unit-nolders.

The results of operations and financial position as of December 31, 1999 and
1998 is summarized

F-20
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OnePFoint Communications Corp.

Notes to Conscolidated Financial Statemencs {Continued)

7.

below for the years ended December 31, 1999, 1998 and 1997:

Condenzed operating infermacion:
Net sales
Loss from operations
Net loss

Condensed balance sheet information:
Current assets
Nopgurrent asaets
Current liabilitics
Noncurrent liabilities
Net worth

Investmant in Unconsolidated Subsidiaries (continued)

1999 159§

5 19,086 $ 16,494
(4,753) 13,919
(9,337 (7.,717)

§ 2,032 § 2,192
$6,497 55,183
52,112 7,233

- 34,287
6,417 15,88%

$ 14,040
(3,38
(6,142)

Investments in net assecs of companies accounted for under the equity method was

as follows:

Opening balance
Purchase of egquity interests
Equity losses of unconsolidated gsubgidiaries
MAC Interactive write off
‘v Other investment costs
Amorcization of other investment coscs

Balance at December 31

r-21

—-—— e

$ 6,283

-

(3,828)
{135)
463

o

1998 1397

§ 10,061 § --
- 12,750
{3,638) (3,072)
{80) (98}
$ 6,283 §$ 10,061
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OnePoint Communications Corp.

Notes te Consolidated Financial Statements (Continued)

8. Property and Equipment

Property and equipment consist of the following:

December 31

1999 1988
Furniture and equipment 5§ 6,154 § 3,157
Computer equipment 3,424 1,942
Facility equipment 10,306 3,176
Vehicles 854 791
Leasehold improvements 2,389 1,828

Switch ecniipment 1,014 -
24,181 10,834
Less accumulated depreciation {3,807) {1,409}
20,374 9,485
Constructicn in pragress [ 1,438
§ 20,378 § 10,923

s Tt bl =R ot

The Company recognized depreciation axpense of $2,607, 51,155 and $235 in 1999,
1998 and 1997, respectivaly,

9. Intangible Assecs

Intangible assets consist of the following as of December 31:

1999 1958
[44U8AC6 ¢0STA and origlnal issuance oiscount 9n Senior Notea § 4,477 % 7.250
Goodwill 7,250 5,215
Athar 462 Ja
12,189 12,485
Accumulated smorcizatien {1,280} 1698)
5 10.999 s 11,793

buring the years ended December 31, 1999 and 1998, the Company repurchased
§51,250 and $41,000 of its 14 1/2% Senior Notes and wrote off $2,547 and SZ,111

of issuance costs and original issuvance discount on the Senior Notes, net of accumulated
amortization of $226 and 5107, respectively.

F-22
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onefeint Communications Corp.

Notes to Consolidated rinancial Statements (Continued)

9. Intangible Assats (continued)

Amortization expense for the years ended December 31, 1999, 13998 and 1997
totaled $374, §775 and 50, respectively.

Amortization related to the issuance costs and original issuance discount on the
Senior Notes during the years ended December 31, 1999 and 1998 of $513 and $552
was recognized as a component of i{nterest expense.

10. Long-Term Debt

Unit Offering

puring May 1998, the Company offered units each consisting of $1 principal
ameunt of 14 1/2% Senior Notes due 2008 (the “Senior Notes“) and Warrants to
purchaae 111,125 shares of common stock (the "Warrants"} for gross pzoceeds of
$175,000 (collactively, the “Unit Qffering”). Each of the 175,000 Warrants
entitles the holders to purchase 0.635 shares of common stock of the Company at
an exercise price of $0.01 per share. Unless exercised, the Warrants expire on
June 1, 2008. The Warrants were valued at 55,300 based on independent appraisal
thereof as of the issuance date and are reflected as an additional debt discount

and reduction of the carrying amount of the Senior Notes in rhe accompanying
financial statements.

In connection with the uUnit Offering, the Company purchased $80,500 of
government securities (the "Pledged Securities”) to fund the first seven
scheduled interest payments on the Senior

F-23
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